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TAXES ON DEPARTMENT STORES. 

The assessment of special taxes on department stores is one 
of tlie most recent and interesting instances of the resort to 
taxation as a means of protecting one form of trade against 
the competition of another. Within the last two years taxa- 
tion of this description has been adopted in Prussia and in 
Bavaria, and has received the sanction of at least one State 
legislature in the United States. 

The State legislature here referred to is that of Missouri, 
which in May, 1899, passed an act imposing a license tax on 
department stores in cities of 50,000 inhabitants or over. The 
act enumerated 73 classes of goods, and then combined these 
classes in 28 groups. Every person, firm, or corporation, em- 
ploying more than 15 persons and selling at retail in the 
same store or in connected stores or buildings, under a unit of 
management, goods belonging in more than one of these 
classes or groups, was by the terms of this act required to take 
out a license. The fee for the license was fixed at not less 
than 1300 nor more than $500 for each class or group in addi- 
tion to the one which the applicant for the license designated 
as his ])rincipal line of goods. Within these limits the amount 
of the fee was left to be determined by the municipal oflicers 
to whom the execution of the law was intrusted. Apparently, 
too, the language of the act left it discretionary with these 
ofiicera to apply the fee either to each one of the 73 classes or 
only to each one of the 28 groups enumerated in the act. 

This act was declared unconstitutional by the Supreme 
Court of the State. 

Missouri is the only State in this country, so far as the 
writer is aware, which has undertaken to levy directly a tax 
uj)on department stores. But at least two other States, 
Indiana and Wisconsin, have passed laws which sanctioned 
the restriction of this form of retail trade through the volun- 
tary action of municipal governments. In Indiana the statute 
gave incorporated cities authority "to license, tax, and regu- 
late branch stores or establishments and department stores " ; 
and the Wisconsin statute similarly gave authority "to license 
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and regulate " such establishments. Both of these acts ■were 
passed in 1897. 

An ordinance recently adopted by the common council of 
the city of Chicago may not inappropriately be mentioned as 
another instance of this class of legislation. For, while it im- 
posed no tax, it aimed to restrict the operations of department 
stores by prohibiting the sale of provisions or intoxicating 
liquors in any store where dry goods, clothing, jewelry, and 
drugs were sold. I'he courts refused to sustain the action of 
the common council, mainly on the ground that there was no 
State law conferring the authority to pass such an ordinance. 

In Germany, department stores are a more recent phenom- 
enon than in America. But their development in the last 
decade has been rapid, and at the present time they are found 
doing a large and prosperous business in all the principal 
cities. Their competition has naturally proved detrimental to 
the trade of the smaller stores, and has led to a vigorous agita- 
tion for protective measures. 

The question was discussed in the Prussian Landtag in 1896 ; 
and the government was petitioned to come to the rescue of 
the small tradesman by bringing in a bill imposing on dejiart- 
ment stores a special progressive tax, regulated partly by the 
variety of goods dealt in by the individual establishments and 
partly by the amount of aggregate sales. The government, 
however, took the position that this was more properly a 
matter for regulation by the communes, which already had it 
in their power under existing laws to impose heavier taxation 
on this form of retail trade. The Finance Minister issued a 
memorial to the communal governments, indicating the kind of 
local ordinance by which such special taxation might be intro- 
duced. But the communes showed little disposition to respond 
to the suggestion ; and the government, being again appealed to 
by the lower house of the Landtag, admitted that a resort to 
State taxation was imperative, and proposed a bill regulating 
the tax by the rental value of the place of business, the number 
of persons employed, and the number of different classes of 
goods offered for sale. This proposal, however, was not con- 
sidered sufficiently radical by those who represented the inter- 
ests of the smaller tradesmen, and seemed likely for that reason 
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to encounter considerable opposition in the Landtag. The 
program was accordingly modified, and a bill was introduced 
levying the tax on the aggregate sales. This bill, after under- 
going some revision in detail, was accepted by the Landtag, 
and became the Act of June 18, 1900. 

In this statute, merchandise is classified in four groups or 
classes, as follows: — 

(1) Groceries and colonial produce, food products and drinks, tobacco 
and manufactures thereof, smokers' articles, apothecaries' supplies, 
colors, drugs, and perfumery. 

(2) Yarn and twine, upholstery goods, mercery, drapery ; woven, knit, 
and embroidered goods ; underclothing of all kinds, bedding and furni- 
ture of all kinds, curtains, carpets, and all material used in interior 
household decoration. 

(:!) Household, kitchen, and garden utensils and implements ; stoves, 
glassware, porcelain, earthen and stone ware, upholstered furniture and 
materials thereto pertaining. 

(4) (Jold, silver, and other jewelry ; objects of art or luxury, bric-a- 
brac, ai'ticles of paper or papier-mache, books, and music, weapons, 
bicycles ; articles of sport, riding, driving, and hunting ; sewing ma- 
chines, toys ; optical, medical, scientific, or musical instruments and 
apparatus. 

Any store selling at retail goods found in more than one of 
these groups is subject to the special tax, provided the annual 
sales amount to more than 400,000 marks. The tax is regu- 
lated by a graduated scale. If the sales do not exceed 450,000 
marks, the tax is 4,000 marks ; if they exceed 450,000 marks, 
but do not exceed 500,000, it is 5,500 marks ; and so increases 
step by step as the sales reach larger amounts.* Computed 

*In detail, the rates with their equivalents in American money are as fol- 
lows:— 

Annual Tax. 

Yearly Sales. Marks. 

4«0,000 to 450,000 mark.s ($95,000 to $107,100) 4,000 $952 

450,000 " !)OO,0flO " ($107,100 " $119,000) 5,500 1,309 

600,000 " 560,000 " ($119,000 " $1H0,9(I0) 7,500 1,785 

550,000 " 600,000 " ($130,900 " $142,800) 8,500 2,023 

600.000 " 650,000 " ($142,800 " S154,700) 9,500 2,261 

650,000 " 700,000 " ($164,700 " $166,600) 10,500 2,499 

700,000 " 760,000 " ($166,600 " $178,500) 11,509 2,739 

760,000 " 800,000 " (f 178,500 " $190,400) 12,500 2,975 

800,000 " 850,000 " (8190,400 " $202,300) 13,500 3,213 

850,000 " 900,000 " ($202,300 " $214,200) 15,000 3,570 

900,000 " 950,000 " ($214,200 " S2i!6,100) 16,600 4,327 

950,000 " 1,000,000 marks ($226,100 to $238,000) 18,000 4,284 

1,000,000 to 1,100,000 marks ($238,000 to $261,800) 20,000 4,760 

1,100,000 " 1,200,000 " ($261,800 to $285,600) 22,000 5,236 

And so on, tor every additional 100,000 marks ($23,800) sold, 2,000 marks ($476) 
additional tax. 
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ill pei'centage rates, the tax shows a gradual and limited pro- 
gression. It begins with a rate approximately equivalent to 1 
per cent, of the sales, and reaches 2 per cent, when they 
amount to 1,000,000 marks. Thereafter it regularly increases 
2,000 marks for every increase of 100,000 marks in the sales. 

While the tax is in the first instance assessed without any 
reference to the profits of tlie business, the statute requires a 
reduction in the assessment on appeal by the tax-payer, if the 
r.'.t ' proves to be equivalent to more than 20 per cent, of 
the profits ; but this reduction cannot be carried below one- 
half the regular rates, no matter how small the profits may be 
or even if there are no profits at all. This feature of the law, 
as might be surmised, is the result of a compromise. The 
government proposed the tax should never exceed 20 per cent, 
of the profits; while the committee to which the bill was 
referred in the lower house of the Landtag opposed any 
reduction in the regular rates, no matter what the profits 
might be. 

A special tax on department stores has also been introduced 
in Bavaria in the reconsti'uction of the system of direct taxes 
effected by the Act of June 9, 1899. Here, again, the tax is 
levied upon the aggregate sales. But the law merely pre- 
scribes the minimum and maximum limits to the rates. Within 
these limits the tax may be fixed at any amount which the dis- 
cretion of the officers of assessment may dictate. The lower 
limit is one-half per cent, of the sales, the upper 3 per cent. 
No definite minimum limit is prescribed as to the size of the 
concern on which this tax may be levied ; and the nature of 
the business is defined only in general terms, the act declaring 
that this S()ecial tax shall be assessed upon industrial enter- 
prises which with a view to the profitable utilization of a 
large capital carry on business on an unusually large scale, and 
conduct it by methods and principles differing essentially 
from those followed by the industries to which the regular 
tariff of the business tax applies. The act then gives some in- 
stances of the kind of concerns on which the special tax should 
properly be levied ; and the list includes dei)artment stores, 
bazaars, auction stores, and similar establishments carrying on 
business on a large scale and dealing in wares which from 
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their nature may properly be regarded as belonging to different 
categories or as being the manufactures of distinct branches 
of industry. Evidently, the range and severity of the tax in 
Bavaria will be determined to a considerable degree by the 
way in which the tax officials interpret and apply the law. 

Hardly any attempt has been made to disguise the motive 
of such taxation as this. The aim is not fiscal, but political 
and social. These measures have not been devised primarily 
with a view to securing a better adjustment of the burden of 
taxation to the ability of the tax-payer. On the contrary, 
they have been openly advocated and justified as a means of 
protecting one industrial class against the competition of 
another. Naturally, legislation of this character has given 
rise to much discussion and criticism. Naturally, it has been 
severely condemned by those whose interests are likely to be 
adversely affected by it ; while to those who are its intended 
beneficiaries it has been welcomed as a step in the right direc- 
tion, unsatisfactory only because it does not go far enough. 
Meantime the views of disinterested critics vary according to 
their political philosophy and social affiliations. 

In the United States the courts seem disposed to regard 
taxation of this description as an infringement of the constitu- 
tional rights of the citizen. Reference has already been made 
to the decision of the Supreme Court of Missouri, declaring 
unconstitutional the law enacted by the legislature of that 
State. It is interesting to note the grounds on which that 
decision was based. The act contained certain ambiguities 
and incidental features which the court regarded as unconsti- 
tutional ; but these need not be considered in this connection. 
On the main question the court decided that any attempt to 
levy a special tax on department stores was unjustifiable class 
legislation, and violated those clauses of the State constitution 
which affirm that " all persons have a natural right to life, 
liberty, and the enjoyment of the gains of their own industry," 
and that " no person shall be deprived of life, liberty, or prop- 
erty, without due process of law." It was the opinion of the 
court that these constitutional rights included in their compre- 
hensive scope " the right to buy and sell as others may, and to 
pursue such honest calling, vocation, or business as the citizen 
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may choose, subject only to such restraints or the imposition of 
such burdens as may be required for the general good " ; and 
that " ' due process of law ' is denied when any particular 
person of a class or of the community is singled out for the 
imposition of restraints or burdens not imposed upon or to be 
borne by all of the class or of the community at large, unless 
the imposition or restraint be based upon existing distinctions 
that differentiate the particular individuals of the class to be 
affected from the body of the community." Whether this 
was the case or not was regarded as an appropriate question 
for judicial consideration ; and the court accordingly felt called 
upon to pass judgment on the classification created by the act 
in question. The court held that this classification was wholly 
without reason or Tiecessity, and said in regard to it : — 

It is so arbitrary and unreasonable as to defy suggestion to the con- 
trary. The simple statement of its creation is a most fatal blow to its 
continued existence. It is truly "classification run wild." It is special 
legislation unrestrained. To have made the act apply to all merchants 
of a given avoirdupois, or to those employing clerks of a designated 
stature, or to those doing business in buildings of a special architectural 
design, would have been as natural and as reasonable a classification for 
the purpose in view as the classification made by this act. 

J. A. Hill. 

Census Office, Washington. 



